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The second noneconomic benefit of the SPR is that it reduces the
income transfers from domestic oil consumers to domestic oil
producers that normally would occur during periods of disruption
in the world oil market. Although the monetary transfers that
normally occur during a disruption are desirable from the standpoint
of economic efficiency, they are often viewed as inequitable. An
SPR drawdown will lessen the magnitude of these transfers during a
disruption.

The primary economic benefit of a SPR - the ability to lower
oil prices during disruptions - was the only benefit attributed to
the SPR program during the development of the policy conclusions
and program guidance presented here. To the extent that the
noneconomic benefits of the SPR are also desirable, the conclusions
and guidance presented here understate the optimum level of SPR
purchasing and drawdown activity.

IV. GUIDANCE

A. ACQUISITIONS FOR THE SPR

The Department of Energy should develop and propose an active
program of crude oil acquisitions and drawdowns commencing in FY
1982. When it is possible to purchase oil for the SPR without
affecting the world price of oil, acquisitions for the SPR should
continue until the stockpile reaches a size of 1-4 billion barrels.
Only when the current level of the stockpile is high, the current
world oil market tight, a.nd the future level of imports is expected
to be low should stockpile acquisition be temporarily discontinued.

An acquisition or SPR fill rate of 200 million barrels per year
(550 MB/D) is sufficient to capture for the nation most of the
benefit potential of a federal stockpile program. One strategy
which should be seriously considered is a long-term SPR contract
for 550 MB/D of crude oil to be purchased from either a domestic or
secure foreign source. Once the contract is established, the
Department of Energy could then decide periodically whether the
flow should be placed in the stockpile or temporarily diverted into
the domestic market.

There are both legal and policy questions associated with the
suggestion that the Department of Energy decide whether to divert
SPR purchases to the domestic market. Many of the policy issues
affecting such a decision must be coordinated with other agencies.
In addition, the legislative authorities, staffing and skill mix
required to implement such a program need to be carefully reviewed.
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